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non-profit institutions as one step toward developing an equitable and fair method of meeting the cost of federal research conducted in these institutions and toward assuring the health and financial stability of the institutional base on which the nation depends for its research effort.
The panel also said that:
Federal research support primarily serves the national interest by paying for a service otherwise unobtainable: research that will benefit the whole nation through advances in medical science and health care. In this context, funds are paid for direct and indirect costs of conducting research and are not in the nature of a donation or gift to the university. Hence, the requirement of cost sharing under which a recipient must bear a portion of the total cost is inappropriate because support for research is the quid pro quo for the service obtained by the government to meet public needs.
In 1977 Peat, Marwick, and Mitchell19 studied a select group of universities, nonprofit organizations, and industries in terms of the federal cost principles applicable to each, their costing policies and practices, and their reimbursement experiences over a five-year period. The report concluded that the cost principles imposed on universities are more constraining in terms of allowability of costs, apportionment methods, and accounting system costs than those that the other organizations are required to follow. The report also concluded that the differences among the organizations invalidate rate comparisons, that growth of indirect costs in universities closely parallels national economic trends, and that all organizations studied were making efforts to reduce indirect costs. The report expressed strong concern that preoccupation with indirect cost rates may obscure the more fundamental issue of deterioration in the health of the national R&D capability through impairment of the basic research effort in the universities.
In 1978 the General Accounting Office issued a report,20 based on 25 research projects in six institutions, criticizing the universities' management ofns.18    The panel recommended:
